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PAGE 01 ROME 04675 132202Z 
ACTION EUR- 12 
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INR-10 NSAE-00 XMB-04 OPIC-06 LAB-04 SIL-01 /098 W 

093225 140532Z/64 

R 131805Z MAR 78 
FM AMEMBASSY ROME 
TO SECSTATE WASHDC 1271 
TREASURY DEPARTMENT WASHDC 

UNCLAS ROME 4675 

E.O. 1 1652: N/A 
TAGS: EFIN, IT 

SUBJECT: BANK OF ITALY ECONOMIST CITES BENEFITS OF DOLLAR 
DEPRECIATION 

1 . PROF. GIOVANNI MAGNIFICO, ECONOMIC COUNSELLOR OF THE BANK 
IF ITALY, POINTED OUT THE BENEFITS FOR ITALY FROM THE POLICY 
OF RELFATION IN THE UNITED STATES AND THE DEPRECAITION OF THE 
DOLLAR IN A STUDY ON RECENT ITALIAN ECONOMIC DEVELOPMENTS, 

WHICH HE PRESENTED ON MARCH 10 DURING A CONFERENCE IN ROME. 

2. ACCORDING TO A NEWSPAPER REPORT OF THE CONFERENCE (LA 
SAMPA, MARCH 11), PROF. MAGNIFICO SAID THAT THE DOLLAR 
DEPRECIATION FACILITATED FINANCING IN FOREIGN EXCHANGE. IT 
HAS REDUCED THE AVERAGE COST OF CREDIT IN ITALY AND GENERATED 
EXPECTATIONS OF MORE STABLE IMPORT PRICES (QUOTED IN DOLLARS) 

AND INCREASED COMPETITIVENESS OF ITALIAN EXPORTS IN COUNTRIES 
WITH STRONG CURRENCIES, AGAINST WHICH THE LIRA HAS DEPRECIATED. 
PROF. MAGNIFICO SAID, 'INTERNATIONAL FOREIGN EXCHANGE MARKET 
DEVELOPMENTS HAVE PERMITTED ITALY TO MAKE THE EXCHANGE RATE 
ADJUSTMENTS NECESSARY TO REMAIN COMPETETIVE WITHOUT STARTNG 
THE VICIOUS CUCLE OF DEPRECIATION-INFLATION-DEPRECIATION AND 
WITHOUT DISTURBING THE DOLLAR/LIRA RELATIONSHIP IN CREDIT 
OPERATIONS . "GARDNER 
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